
COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In  the Matter of: 

CASE NO. 8624 
GENERAL ADJUSTMENT OF ELECTRIC 1 
RATES OF KENTUCKY UTILITIES 1 
COMPANY ) 

O R D E R  

On March 25,  1983, t he  Eaton Corporat ion ("Eaton"), an 

in te rvenor  i n  t h i s  proceeding,  f i l e d  an a p p l i c a t i o n  for re- 

hear ing  of t h e  Commission's Order en tered  March 18. 1983. Eaton 

claLms tha t  a l though t h e  overal l  revenue inc rease  t o  the  LP- 
Secondary class of Kentucky U t i l i t i e e  Company ("K.U.") is 3.5 

percen t ,  Eaton will experience a 9 percent  i nc rease  due t o  the 

Commission's reduct ion  of K.U.'s revenue reques t  and a reduct ion  

of t he  proposed demand charge. Eaton argues tha t  t h i s  g rea te r  

than average percentage inc rease  renders  t h e  LP-Secondary class 

rate design d i sc r imina to ry  and produces problems of rate con t inu i ty .  

In K.U.'s explana t ion  of t h e  LP-Secondary c l a s s  rate des ign ,  

i t  r t a t e d  t h a t  the number of energy blocks was reduced wh i l e  

maintaining approximately t h e  same energy-related revenue. K.U. 

albocated a l l  of the proposed revenue increase t o  t h o  demand 

charge i n  an effort t o  g radua l ly  move toward r a t e s  which ref lect  

c o s t  of s e r v l c e .  The Commission accepted K.U.'s proposed LP- 

Secondary ra te  design and increased  the demand charge t o  recover  

the  a d d i t i o n a l  revenues granted.  The rates proposed by K.U.  would 



have r e s u l t e d  in an i n c r e a s e  to t h e  LP-Secondary class of 13.34 

percent and an i n c r e a s e  t o  Eaton of 20.14 percent. The rate8 

author ized  by t h e  Commission resu l t :  in a lesser increase to 

Eaton, re la t ive to t h e  LP-Secondary class, than the rates proposed 

by K.U. The increase t o  Eaton is n o t  so d r a s t i c  as t o  p r e s e n t  

problems of rate c o n t i n u i t y .  

I t  is apparent  from Eaton's b i l l i n g  determinants (Eaton 

Application For Rehearing Exhibit A) that i t a  energy consumption, 

which i s  i n  excess of t h e  average for its rate class, coupled 

wi th  t h e  r educ t ion  i n  the number of d e c l i n i n g  energy blocks 

causes it  to experience an increase g r e a t e r  than t h a t  of its 

Cl888. In  Adminis t ra t ive  Case 203, Ratemaking Standards  of 

P.U.R.P .A. ,  the  Commission d i r e c t e d  K.U. to move from d e c l i n i n g  

b lock  rates, u n l e s s  cost-justified, toward rates t h a t  reflect 

the cost  of service. The Commission is of the opinion that the 

changes i n  rate design accepted i n  this case move in that direc- 

t i o n .  Although some customers exper ience  larger than average 

rate increases, the changes i n  rate des ign  are b e n e f i c i a l  for the 

LP-Secondsry class as a whole. Ea ton ' s  argument of rste d i e -  

cr imina t ion  is without  merit.  

Summary 

Based upon the  evidence of record and Eaton ' s  a p p l i c a t i o n  f o r  

r ehea r ing ,  t h e  Commission is of the opin ion  and finds t h a t  Eaton 

has f a i l e d  to  present  any evidence t o  suppor t  i t a  allegations 

that the LP-Secondary class rate des ign  is either d i sc r imina to ry  

or produces problems of rate c o n t t n u i t y .  
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. I  

IT IS THEREFORE ORDERED that the A p p l i c s t i o n  for Rehearing 

of Eafon Corporation be and i t  hereby is d e n i e d .  

Done at Frankfort, Kentucky, this 14th day of April, 1983. 

PUBLIC SERVICE COMMISSION 

VLke Chairman 1 

ATTEST : 

Secretary 


